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LETTER OF TRANSMITTAL 


Tuurspay, AuGust 29, 1957. 
Hon. Cari VINSON, 
Chairman, Committee on Armed Services. 

\Miy Dear Mr. CuHarrMan: I present to you herewith a report to 
date on the activities of the Subcommittee for Special Investigations 
authorized by House Resolution 67, of which I have the honor to be 
chairman. 

Respectfully, 
F. Epwarp Hfésert, Chairman. 
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XkEPORT OF THE SUBCOMMITTEE FOR SPECIAL INVESTI- 


GATIONS, 1ST SESSION, 85TH CONGRESS, JANUARY 4 TO 
AUGUST 29, 1957 


Under the authority of House Resolution 67, passed February 5, 
1957, a subcommittee for special investigations was appointed ‘“‘to 
conduct a full and complete investigation and study of all matters— 

(1) relating to the procurement, use, and disposition of ma- 
teriel, equipment, and supplies, and services, and the acquisition, 
use, and disposition of real property, by or within the Depart- 
ment of Defense; 

(2) relating to the military and civilian personnel under the 
jurisdiction of the Department of Defense; 

(3) involving the laws, regulations, and directives adminis- 
tered by or within the Department of Defense; 

(4) involving the use of appropriated and nonappropriated 
funds by or within the Department of Defense; and 

(5) relating to scientific research and development in support 
of the armed services. 

The chairman of the House Armed Services Committee (Hon. Carl 
Vinson) and the ranking minority member (Hon. Leslie C. Arends) 
nominated and the chairman appointed, in accordance with House 
Armed Services Committee Resolution No. 5, approved January 8, 
1957, the following members from the majority and the minority: 

Hon. F. Edward Hébert, Louisiana (chairman) 

Hon. Overton Brooks, Louisiana 

Hon. L. Mendel Rivers, South Carolina 

Hon. O. C. Fisher, Texas 

Hon. Porter Hardy, Jr., Virginia 

Hon. George P. Miller, California 

Hon. William E. Hess, Ohio 

Hon. Leon H. Gavin, Pennsylvania 

Hon. Paul Cunningham, lowa 

Hon. William H. Bates, Massachusetts 

Hon. Frank C. Osmers, Jr., New Jersey 

House Armed Services Resolution No. 5 authorized the appointment 
of a special counsel to “direct and coordinate professional activities of 
the Special Investigations Subcommittee” together with such staff 
personnel as might be required. Rules for the conduct of the business 
of the subcommittee (in addition to the Standing Rules of the House 
and the Rules of the House Armed Services Committee adopted by 
Resolution No. 4, dated January 8, 1957), were adopted. 

Publication of information and rules relating to witnesses and 
executive sessions are: 

VIII. Hearines 
A. Public hearings.—Public hearings shall be held in all matters under inquiry. 
House Rule XI 25 (g): “All hearings conducted by standing committees 
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or their subcommittees shall be open to the public, except executive sessions 
for marking up bills or for voting or where the committee by a majority vote 
orders an executive session.”’ 

B. Executive sessions.—lIf, in the opinion of the subcommittee, matters affecting 
national security are involved or public hearings might result in unwarranted 
injury to the reputation of witnesses, the subcommittee, by a majority vote, may 
direct that an executive hearing be held. 

House Rule XI 25 (m): “If the committee determines that evidence or 
testimony at an investigative hearing may tend to defame, degrade, or 
incriminate any person, it shall— 

‘(1) receive such evidence or testimony in executive session; 

(2) afford such person an opportunity voluntarily to appear us a 
witness; and 

“*(3) receive and dispose of requests from such person to subpena 
additional witnesses.”’ 

An additional rule, No. VIII, limits the presentation of classified 
material to those subjects covered by Executive Order 10501. 

Rule IX of the subcommittee relates to testimony taken ‘n executive 
hearings, as follows: 

No part of the testimony of proceedings had at an executive session shall be 
released without the concurrence of those members present at that executive 
session; provided, however, that the subcommittee, at any regular or special 
meeting, may entertain a motion to publish such testimony. Notice of the 
motion shall be given and a time appointed for voting thereon shall be fixed by 
the chairman. At such time the subcommittee by a majority vote of those pres- 
ent may authorize and direct the publication of such testimony or any part 
thereof. 

House Rule XI 25 (0): ‘“‘No evidence or testimony taken in executive 
session may be released or used in public sessions without the consent of the 
committee.” 

See also subcommittee rule XIV, infra. 


During the Ist session of the 85th Congress, the subcommittee 
conducted public hearings on 36 days. 

No executive hearings at which witnesses were examined were held. 

There were 11 executive meetings of the subcommittee for the 
purpose of considering reports and to propose legislation. 


STATISTICAL RECORD OF THE SUBCOMMITTEE 


During the 36 days of hearings of the subcommittee, 7,175 folios of 
testimony were taken. 

The published proceedings of the subcommittee are contained in 
2,855 printed pages. The subcommittee has issued 3 reports on mat- 
ters considered in public hearing and, at the close of the session, 2 
reports were pending for subcommittee action. 

Bound volumes of all subcommittee proceedings and reports are 
furnished all members of the committee, the Library of Congress, and 
legislative libraries. 

Hearings of the subcommittee were held in its committee rooms. 
There was no travel beyond the city of Washington. 

At the close of the first session, two hearings were incomplete and 
await further action by the subcommittee. 

In addition to the public proceedings of the subcommittee, the staff 
recorded 104 inquiries by Members of Congress for investigation in 
addition to the references made to the subcommittee by the chairman. 
As to these referrals action was completed by the staff on 90 cases; 
and there were pending at the close of the session 14 complaints. The 
subcommittee concluded that the public interest did not require either 
formal hearing or the publication of the conclusions reached. 
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To the date of this report, the subcommittee expended $52,634.33 
for salaries, reporting services, travel of staff members, supplies and 
telephone, leaving a balance on hand of $97,365.67. 

Each 6 months the subcommittee files a detailed statement of sal- 
aries and expenses of the subcommittee. Each month, the subcom- 
mittee files a detailed statement of its activities and its —— with 
the Committee on House Administration, and each subcommittee 
member receives a copy. Vouchers for all salaries or expenses are 
paid upon the approval of the chairman of the House Armed Services 
Committee. 

During this Ist session of the 85th Congress the subcommittee had 
a total of 10 employees. 


MAJOR SUBJECTS CONSIDERED BY THE SUBCOMMITTEE 


Negotiated procurement 


The subcommittee conducted a further and detailed inquiry into 
speciiic cases of negotiation as practiced by the military departments 
under Armed Services Procurement Regulations and chapter 137 of 
title 10, United States Code, which is a codification of the Armed 
Services Procurement Act of 1947, as amended (62 Stats. 21). These 
hearings are designated Subcommittee Proceedings No. 2. 

A unanimous report (Subcommittee Proceedings No. 3) of the sub- 
committee was issued on June 15, 1957, with 4 specific recommenda- 
tions for amendments to the Armed Services Procurement Act. The 
recommendations of the subcommittee were incorporated in 2 bills, 
H. R. 8711 and H. R. 8948. 

The report of the subcommittee included data bearing upon nego- 
tiation developed by staff inquiry. This report of the subcommittee 
has been widely and favorably commented upon in the public press; 
and it has been cited by the United States Court of Claims as source 
material. (Cf. N. Y. Mail and Newspaper Transportation Company 

United States, No. 162-54, dated July 31, 1957.) 

The legislative recommendations of the subcommittee were con- 
sidered in 2 hearings before the full committee on July 29 and July 31. 
That committee also has before it certain changes suggested by the 
Department of Defense. 

The report of the subcommittee and the 2 bills (H. R. 8711 and 
H. R. 8948) together with additional materia] being assembled by the 
staff, which will be obtained during the recess, will be offered for 
further hearing by the full committee as a part of a study of the sub- 
committee’s recommendations for legislation. 

2. Subcommittee proposal for two-phased negotiated procurement. 
During the course of its hearings in Subcommittee Proceedings No. 2 
the subcommittee recommended and the Air Force agreed to test a 
simplified two-phased negotiation in the purchase of technical equip- 
ment. The plan was implemented by a directive issued for the Air 
Material Command Headquarters, Dayton, Ohio. 

Under the subcommittee plan, invitations for the purchase of tech- 
nical equipment will be handled in two phases: 

(a) An invitation will be issued for the submission of technical 
proposals on materiel to be furnished to the Air Force. Bidders 
will then submit technical proposals and have such discussions 
as may be required with Air Force technical staff in order to 
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develop the bidders’ proposal and evaluate the same on engineer- 
ing or technical grounds. No price will be considered or suggested 
during the course of this phase of the negotiation. 

(6) After the technical proposals submitted by these bidders 
have been found to be qualified and suitable for the purpose for 
which the article is sought on either engineering or technical 
grounds, a fixed date will be set by the Air Force at which only 
those bidders who have passed the engineering and technical tests 
on their proposals and qualified in the first phase, may submit a 

sealed price proposal. This price proposal will be final-and will 
be handled in substantially the same way as competitive ad- 
vertised sealed bids. 

The subcommittee plan is outlined in detail at pages 652 to 661 of 
the report of the Subcommittee on Armed Services Procurement 
(Subcommittee Proceedings No. 3, dated June 15, 1957). 

Many communications have been received directly by the sub- 
committee from businessmen complimenting and endorsing the 
procedure. 

The information developed by the Department of the Air Force, 
Air Materiel Command, will be reported upon prior to the convening 
of the 2d session of the 85th Congress. 

In addition the subcommittee will, during the recess, conduct a 
continuing inquiry throughout industry concerning this procedure. 
That information also will be available for the 2d session of the 85th 
Congress. 
































AIRCRAFT ENGINE PRODUCTION COSTS AND PROFITS 


(a) On March 22, 1957, a questionnaire was addressed to each of 
the major manufacturers of military aircraft engines, calling for the 
answers to specific questions relating to contracts issued between 
January 1, 1952, and December 31, 1956, and the cost incurred and 
profits resulting from the performance of each of those contracts 
together with 24 questions relating to each manufacturer’s general 
business insofar as it might have been affected by or was in any way 
relevant to the Government contracts under consideration. 

On July 8, 1957, the replies to those questionnaires were tabulated 
and printed as Subcommittee Proceedings No. 4 (pp. 701-1874) of 
the subcommittee’s proceedings. 

Hearings were commenced on the answers to the questionnaires 
and 3 days of hearings were consumed in inquiries relating to the 
business of Curtiss-Wright Corp., Wright Aeronautical division. 
Because of the pressure of legislative business and conflicting schedules 
it was not possible for open hearings to be held on the answers sub- 
mitted by the 14 other companies reporting. The subcommittee 
directed that the data furnished by these 14 manufacturers be made 
public but postponed further open hearings until the 2d session of the 
85th Congress. The subcommittee will then consider the remainder 
of the data assembled and such other information as may be developed 
in open hearings. 

Pending the completion of hearings no report of the findings or 
conclusions of the subcommittee can be made. 

(6) Curtiss-Wright (Wright Aeronautical division) hearings on air- 
craft engine costs and profits.—The hearings relating to this company 
were conducted July 18, 19, and 20, 1957. By agreement with the 
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subcommittee an additional and supplemental statement covering 
certain questions asked by the subcommittee of the representatives 
of this corporation was filed on August 23, 1957. The supplemental 
statement completes the hearing on this company. 

The subcommittee has directed and there will shortly be issued the 
testimony taken at these hearings. The testimony above referred to 
will be designated as Subcommittee Proceedings No. 7. 


AIRSTRIP PAVING MATERIALS 


In August 1954 after extensive hearings before the subcommittee, 
the Department of Air Force agreed to discontinue a preferential 
premium of 5 percent for portland cement pavement which was being 
allowed to contractors on airstrip runways and taxiways. 

At that hearing general agreement was reached that the warmup 
apron and areas surrounding fuel storage and use and other so-called 
critical areas should be paved with portland cement exclusively. 

After the hearing specifications for runways and taxiways prescribed 
alternate designed criteria for asphalt pavement and portland cement. 
Awards were made to the lowest acceptable and responsible bid. 

Commencing in the fall of 1955 and throughout 1956 the Depart- 
ment of Air Force claimed that the heavier loads imposed by the B-47 
bomber on existing asphalt airstrips and taxiways and the channelized 
traffic in the center portions of these areas was causing numerous 
failures. (Channelized traffic is described as the repetitive use of the 
same area in aircraft movement.) The Air Force also claimed that the 
prospective operational use of the B—52 with a load of 250,000 pounds 
would place additional and further stresses upon these areas. 

Because of the claimed failure resulting from this type of use the 
Air Force decided that it would require portland cement pavement 
to the exclusion of competitive bidding with asphaltic concrete. In 
1956 a criteria to that effect was issued and the subcommittee in- 
formed. Protests and complaints followed. The subcommittee con- 
ducted 6 days of hearings on the subjeet which is published as Sub- 
committee Proceeding No. 5 under date of August 14, 1957. 

Representatives of the Department of the Air Force and the Corps 
of Engineers, United States Army, were heard as well as the com- 
plainants and proponents of the new criteria. 

Consideration was given to a test made at Kelly Air Force Base, 
Tex., on asphaltic concrete and all pertinent data with respect to 
failures alleged, admitted, or disputed on existing base pavements, 
was considered. 

The current state of the art of design criteria for both portland 
cement and asphaltic concrete was considered. 

It was admitted in the course of the testimony that the price dif- 
ferential favors the use of asphaltic concrete in most areas of the 
world. 

The Corps of Engineers, as construction agent for the Department 
of the Air Force on all internal airfields and some foreign airbases, 
testified that in their opinion they had developed a satisfactory criteria 
for asphaltic concrete to meet the present demands of channelized 
traffic and additional load. 








6 REPORT OF ACTIVITIES 


At the instance of the subcommittee, the Department of Air Force 
and the Corps of Engineers reached agreement on a test to be made 
at Columbia Air Base, Miss., during the fall of 1957. 

It was agreed that the reports of this test would be considered by 
the subcommittee, when completed, in the forthcoming 2d session of 
the 85th Congress. 

On August 14, 1957, the subcommittee issued an interim report in 
which it cautioned agaist any extensive construction commitments 
based upon the exclusive use of portland cement pending information 
to be developed in this test and pending further hearing of the sub- 
committee. 

This subject will be considered further at the 2d session of the 85th 
Congress. 


AIRFRAME SUBCONTRACTS (BOEING AIRPLANE CO.—-FORD MOTOR CO.) 
AF 338-600-5148 


The subcommittee has been conducting a general inquiry into var- 
ious airframe subcontracts. On February 8, 1957, the Comptroller 
Genera] of the United States, pursuant to law, reported to the Congress 
on this subcontract for the purchase of 459 wing sets. 

The General Accounting Office and the records:showed an excessive 
profit, beyond that considered fair and reasonable. 

One conclusion reached by the General Accounting Office was that 
the advance in the date for redetermination of price to an earlier 
period in production, when fewer costs were known, explained in part 
the lack of information on the part of costs and the pricing in excess 
of what accumulated experience would indicate. 

The subcommittee conducted a full hearing. The subcommittee 
reported its findings as Subcommittee Proceedings No. 6. 

Further studies are underway for the forthcoming 2d session of the 
85th Congress, dealing with this same general area of inquiry. 


AIR FORCE CONTRACT NO. 33(088)—18503, DEPARTMENT OF THE AIR FORCE 
AND GENERAL MOTORS CORP. (BUICK, OLDSMOBILE, PONTIAC 
DIVISION) 


This was a fixed-price redeterminable contract between the Depart- 
ment of the Air Force and General Motors Corp. (Buick, Oldsmobile, 
Pontiac Division) for the construction and delivery of 599 F-84F 
airplanes. The development and design of the F—84F was a product 
of Republic Aviation Corp. This contractor in this instance was a 
second source of production. 

The contract was to be performed at General Motors (Buick, 
Oldsmobile, Pontiac) plant at Kansas City, Mo. It was completed 
at that facility. Final deliveries were accepted by the Government 
in May 1956. The contractor has been paid. 

The Comptroller General of the United States in a report to the 
Congress, pursuant to law, made certain findings with respect to the 
pricing and performance of this contract on July 19, 1957. 

The Comptroller General’s conclusions were, in essence, these: 

(1) That excessive profits had been earned beyond the contempla- 
tion of the Air Force; and 
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(2) That as to two pricing periods fixed by the contract itself, the 
cost data for parts and other items were not accurately reported to 
the Air Force in accordance with the contract; and 

(3) That there were other errors and irregularities which resulted 
in these excess profits. 

The subcommittee heard the Comptroller General’s representatives 
on the report in open hearing and considered his conclusions and 
recommendations. The testimony of General Motors’ representa- 
tives and of the Air Force negotiators and other procurement per- 
sonnel was taken. 

A staff presentation was made, giving an analysis of pricing, as 
deduced from the information available to Air Force negotiators; in 
their minutes as recorded. 

On August 21, 1957, the General Accounting Office presented a 
detailed tabulation of alleged overstatement of pricing for materials, 
the amount of $1,700,000. General Motors Corp. filed an affiday it 
on August 23 concerning 1 of the items in this tabulation. 

The August 21, 1957, tabulation and itemization by General Ac- 
counting Office taken from the contractors’ books gave dates, prices, 
and recorded information on these items covered in an alleged over- 
statement of subcontractor’s 8 pric es. 

General Motors on August 27, 1957, agreed to file an additional 
statement concerning the accuracy of the General Accounting Office 
tabulation; but that cannot be done prior to the filing of this report. 

Upon receipt of this statement, the subcommittee will determine 
whether any farthiet testimony is needed. 

If additional testimony is required it will be taken during the recess, 
Thereafter a report will be issued with the subcommittee’s findings 
and conclusions. These proceedings together with the supplemental 
data referred to are designated as Subcommittee Proceedings No. 9 
and will be presented when completed. The report to follow will be 
designated Subcommittee Proceedings No. 10. 


STUDY OF STANDARDIZATION OF TECHNICAL MANUALS 


As a part of its study of standardization as a subject in the sub- 
committee’s continuing efforts to eliminate waste and duplication in 
procurement practices, an inquiry was conducted into nomenclatures 
used in drawings and technical manuals for specialized equipment and 
weapons purchased by the Department of Defense. 

Subcommittee Proceedings No. 8 was a hearing and review of the 
Department of Navy’s Bureau of Ordnance practices and procedures 
in this field. 

Further hearings on this subject from other bureaus of the Navy 
Department and “the 2 military departments were suspended, to be 
resumed during the 2d session of the 85th Congress. No report wiil 
be issued at this time on the information developed in Subcommittee 
Proceedings No. 8. 


STUDIES AND INVESTIGATIONS PROJECTED FOR THE 2D SESSION OF THE 
85TH CONGRESS AND DURING RECESS 


1. Completion of the Subcommittee Proceedings No. 4, the inquiry 
into costs of production and profits of military aircraft engines. 
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2. Standardization and cataloging studies: 

(a) Completion of the subject opened up in Subcommittee Pro- 
ceedings No. 8 will be ready for ébiitieston at the 2d session of the 
85th Congress. 

(b) Additional studies on the standardization program and cata- 
loging will be completed during the recess for cubitibeton to the 2d 
session of the 85th Congress. 

This subcommittee initiated the legislation known as the Defense 
Standardization and Cataloging Act, “Public Law 436, 82d Congress 
(66 Stat. 318). That act was amended by Reorganization Plan 
No. 6 (67 Stat. 638). It is incorporated in the codification of laws 
ralatiie to the military departments approved August 10, 1956, as 
chapter 145, title 10, United States Code. 

Section 2455 of title 10, United States Code, requires the Secretary 
of Defense to report semiannually to the Congress upon progress on 
both cataloging and standardization. This subcommittee has re- 
ceived and considered the 9th and 10th reports made pursuant to that 
act for the period July 1, 1956, through June 30, 1957. 

A detailed study of these reports and other information developed 
by staff studies will be presented. 

3. Selection, qualifications, and experience of procurement personnel 
in military departments: 

The subcommittee staff is currently conducting a study of procure- 
ment personnel, both military and civilian, in the three military 
departments. 

Information has been obtained directly from personnel involved; 
an estimated 5,000 persons. That study is partially completed. It is 
anticipated that conclusions will be ready for presentation at the 
forthcoming session. 

4. Airstrip runway pavements: 

The inquiry initiated in Subcommittee Proceedings No. 5 and 
and reported in an interim report on August 14, 1957, will be com- 
pleted during the 2d session of the 85th Congress. 

5. Negotiated contracts: 

A continuing inquiry on procurement of the Defense Department 
materiel by the use of the negotiating process (including specifically 
an evaluation of the two-phased procurement of technical materiel 
currently under experimental testing at the Air Materiel Command at 
Dayton, Ohio, referred to in Subcommittee Proceedings No. 2 and 
Rept. No. 3) will be finalized for consideration at the forthcoming 
session. 

The subcommittee has under study projected, for future hearings, 
the subcontracting policies, practices, and procedures of major prime 
manufacturers of defense materiel. This subject will be treated in 
greater detail in a presentation to the 2d session of the 85th Congress. 

7. Study of contract types: 

A staff study of contract types for presentation at the next session 
is currently in progress. This study will include information de- 
veloped on individual contracts reported upon in the subcommittee 
proceedings published, together with other information elicited by 
staff inquiries concerning the desirability of various contracting clauses 
and pricing methods by contract, as demonstrated in the use of the 
“fixed price redeterminable” type contract and the “fixed price 
incentive” type contract, 
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8. The subcommittee has made a study and recommendation to the 
Department of Defense for improved procedures in determining 
the facts with relation to and in justification of ‘‘off limits” orders 
relating to commercial concerns. 

9. Engine maintenance contracts: 

An inquiry is currently being made on maintenance contracts for 
repair and maintenance of military aircraft engines. It will be com- 
pleted and presented during the forthcoming session of Congress. 

Respectfully submitted. 

JoHn J. CourTNEY, 
Special Counsel. 
AvueustT 29, 1957. 


‘ 





